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R e g i o n a l P o l i c y 


The Prime M i n i s t e r d i s c u s s e d w i t h y o u r S e c r e t a r y o f S t a t e 

t h i s morning h i s p r o p o s a l s on r e g i o n a l p o l i c y . They had b e f o r e 

them t h e d r a f t p a p e r f o r C a b i n e t c i r c u l a t e d under c o v e r o f your 

l e t t e r of 30 June. 


The Prime M i n i s t e r s a i d t h a t she was c o n t e n t f o r t h e paper 

to be c i r c u l a t e d . However, she thought t h a t S i r K e i t h ' s p r o p o r a l s 

were somewhat too h a r s h . She had been i m p r e s s e d by the arguments 

p u t f o r w a r d by t h e S e c r e t a r y o f S t a t e f o r Wales i n h i s p a p e r ­
E ( E A ) ( 7 9 ) 1 4 . She was d e t e r m i n e d to a v o i d t h e n e c e s s i t y of a 

" U - t u r n " a t a l a t e r s t a g e ; moreover, i n view o f t h e r e c e n t o i l 

p r i c e i n c r e a s e s , t h e economic c a s e f o r moving r a t h e r more s l o w l y 

was s t r e n g t h e n e d . The Prime M i n i s t e r a l s o s a i d t h a t she would 

l i k e to s e e t h e exemption l i m i t f o r I n d u s t r i a l Development 

C e r t i f i c a t e s i n t h e n o n - a s s i s t e d a r e a s r a i s e d t o 50,000 s q u a r e 

f e e t : IDCs had r a r e l y been r e f u s e d i n any c a s e , and i n c r e a s i n g 

the l i m i t to 50,000 s q u a r e f e e t would h e l p t o r e d u c e t h e 

b u r e a u c r a c y . S i r K e i t h J o s e p h commented t h a t he would l i k e t o s e e 

IDCs a b o l i s h e d a l t o g e t h e r ; t h e o n l y c a s e f o r r e t a i n i n g them was 

one o f p r e s e n t a t i o n . The Prime M i n i s t e r a s k e d S i r K e i t h to 

c o n s i d e r u r g e n t l y , i n c o n s u l t a t i o n w i t h t h e C h a n c e l l o r of t h e 

E x c h e q u e r , compromise p r o p o s a l s w h i c h s h o u l d i n c l u d e t h e f o l l o w i n g 

e l e m e n t s : 


I The RDG i n development a r e a s s h o u l d be s e t somewhere 

between 10 and 15 p e r c e n t ; 


I I The Rhondda V a l l e y s h o u l d c o n t i n u e i t s s p e c i a l development 

a r e a s t a t u s ; 


I I I I n o r d e r t o meet t h e l i k e l y r e a c t i o n i n Wales and S c o t l a n d 

t o t h e downgrading o f t h e i r r u r a l a r e a s , a d d i t i o n a l funds 

s h o u l d be made a v a i l a b l e t o t h e S c o t t i s h Development Agency 

and t h e Welsh Development Agency; a l t e r n a t i v e l y , c o n s i d e r a t i o n 

s h o u l d be g i v e n to a l t e r i n g t h e map so as t o get r i d o f some 

o f t h e downgrading. 


S i r K e i t h e x p l a i n e d t h a t p r o p o s a l s on t h e s e l i n e s would i n e v i t a b l y 

r e d u c e t h e s a v i n g s w h i c h he was hoping t o c o n t r i b u t e t o t h e p u b l i c 

e x p e n d i t u r e r e v i e w . R e drawing the map i n S c o t l a n d and Wales would 


/ a l s o 




a l s o cause d i f f i c u l t y f o r t h e "new map" f o r England. However, 

he w o u l d , as t h e Prime M i n i s t e r r e q u e s t e d , have u r g e n t d i s c u s s i o n s 

w i t h t h e C h a n c e l l o r w i t h a view t o r e p o r t i n g t o Cabinet on 

Thursday. 


The Prime M i n i s t e r went on t o say t h a t , i n o r d e r t o h e l p 

w i t h t h e p r e s e n t a t i o n o f t h e package, i  t would be h i g h l y 

d e s i r a b l e t o be a b l e t o announce some new i n i t i a t i v e i n t h e 

r e g i o n s . She had i n mind, i n p a r t i c u l a r , a p i l o t scheme f o r 

say t h r e e d e s i g n a t e d areas i n S c o t l a n d , t h e N o r t h - E a s t and the 

S h o t t o n area w h i c h w o u l d p r o v i d e companies w i t h a f i v e year 

t a x h o l i d a y and t h e assurance t h a t d e c i s i o n s on p l a n n i n g p e r m i s s i o n s 

w o u l d be g i v e n w i t h i n t h r e e months. S i r K e i t h commented t h a t 

t h e t a x h o l i d a y p r o p o s a l w o u l d r a i s e g r e a t d i f f i c u l t i e s i n terms 

o f l i k e l y t a x avoidance and o t h e r d i s t o r t i o n s . The Prime M i n i s t e r 

agreed t h a t t h i s w o u l d have t o be taken i n t o a ccount; n e v e r t h e l e s s , 

she asked t h a t t h e T r e a s u r y i n c o n s u l t a t i o n w i t h t h e Department o f 

t h e Environment a n i f t B e T ! n e r Departments concerned s h o u l d c o n s i d e r 

t h i s i d e a and r e p o r t back by t h e end o f n e x t week. I f t h i s approach 

appeared a t t r a c t i v e and t h e d i f f i c u l t i e s w hich S i r K e i t h had 

mentioned c o u l d be surmounted, i  t c o u l d be i n c l u d e d as p a r t o f 

th e r e g i o n a l p o l i c y package t o be announced l a t e r i n t h e month. 


I am s e n d i n g c o p i e s o f t h i s l e t t e r t o Tony B a t t i s h i l l 

(KM T r e a s u r y ) , D a v i d Edmonds (Department o f t h e E n v i r o n m e n t ) , 

Kenneth MacKenzie ( S c o t t i s h O f f i c e ) , George C r a i g (Welsh O f f i c e ) , 

and M a r t i n V i l e ( C a b i n e t O f f i c e ) . 
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